Railway transport is not only a public utility service, but also, when analyzing agribusiness, it is decisive in relation to the efficiency of Brazilian commodities to gain competitiveness against the competitors from international markets. Thus, recently the logistics and agribusiness market were spectators of the merger between RUMO (branch of Cosan) and ALL (América Latina Logística). On the representativeness of these companies, both in the transport sector, as in the agro-industrial sector, this paper aims to analyze factors preceding the merger and thus diagnose determinants further objective is to investigate what the potential consequences of such restructuring in the Brazilian railway market.
The adopted research technique is the literature review. According to Pizzani (2012) "the literature review is an essential step before designing or developing a study, article, thesis or dissertation". A bibliographical research was conducted in theses, dissertations, articles, newspapers and industry magazines and was used to justify the importance of the themes explored, and provide theoretical tools to support relevant results. In addition, the main source of information pertaining to the results of this study were the opinions released by the Administrative Council for Economic Defense (CADE) about the acquisition analyzed.
This paper will present a literature review in the context of corporate mergers and acquisitions, as well as presenting relevant characteristics of the Brazilian railway transportation system. So that the results are properly stated, it is necessary the presentation of three assumptions, they are: a) RUMO and ALL are companies operating at different levels within the supply chain, which are respectively, logistics operator and railway concessionaire, so the merger between the two should be considered vertical; b) Given the specificities of the assets involved in the provision of rail services, it is understood that transaction costs between the service contractor and the contractor are too high, consequently, such a chain tends to integrate in a vertical form;
c) The Brazilian railways, even after privatization through concession model in the 1990s, is in need of investment, mainly towards the improvement and expansion of the railway network. The investment potential apart from the concession contract, which will potentially resulting from the merger between RUMO and ALL, will bring benefits to all sectors that dependent of railways services.
Mergers and Acquisitions
According to Wright, Kroll and Parnell (2000) a merger is the creation of a new organization coming from the union between two or more organizations. In that way, for the new institution to achieve its objectives and establishes its rights and duties, the consolidation of new entrepreneurial goals is required. Reed and Lajoux (1998) present acquisition as the change in the composition of corporate society of the target business, according to the authors, the fundamental difference between acquisition and merger is the merger may or may not be achieved after the acquisition.
In this context, Camargos and Barbosa (2009) state that the M & A strategies in Brazilian society, in general, provide operational synergies to the targeted business strategies while maximizing the market value of the same and profitability of shareholders.
According to Gartner (2004) and apud Silva (2013), the acquisitions and mergers can be distinguished between horizontal, which occur when the companies involved produce equivalent goods or services to one another; vertical, when the companies involved are located at different levels in the supply chain sector and conglomerates, in which any relations are involved between previous activities to action.
According to Williamson (1985 Williamson ( , 1989 , the specificity of the assets of a particular company is the main factor that influences the transaction costs, on the other hand, transaction cost is defined as the system operating cost (Arrow, 1969 cited by Williamson, 1985 .
In this sense, according to Williamson (1975 Williamson ( , 1985 , transaction costs are exemplified by costs involved in ensuring compliance with contracts, which may be linked to the negotiation, preparation and collection of the agreements.Besides that, according to the author, when the probability of opportunism is high, uncertainty is high and there is the presence of assets with a high degree of specificity, it is encouraged to full vertical integration, meaning when the company operates in more than one stage of production chain of a good or service.
Therefore, this chapter presents the characteristics relevant to the processes of mergers and acquisitions corporative, as such particularities are useful in terms of understanding the case.
Overview of the Brazilian Rail System
The railways, as it is described by Ballou (2011) , is basically characterized as a long-haul transport and low speed for raw materials and manufactured goods at low cost. In Brazil, can be cited as an example of products handled by this modal, minerals (iron and manganese), coal and cereal grains transported in bulk (sugar, soy). In European countries, rail has a broader aspect of logistics flows, and for the transport of rail containers and rail transport of road semi-trailers.
The rail transportation runs on two forms of service, regular and private carrier, according to Ballou (2011) , the regular carrier sells its services to any user, being regulated in economic and security terms by the government, However, the DNIT (2014) points out that currently the railway system ranks second in Brazil as the most widely used modal and is the largest terrestrial carrying capacity standing out on road transportation, but due to lack of infrastructure and incentive from the government in the past, has made the railway network in Brazil to be privatized.
Over 96% of the rail networks operate by concessions from the government, made through a privatization program of the federal railway system in 1996. According to Pudo (2006) The privatization of each of the six rails netwok was coordinated by BNDES, by granting the right to exploit the rail network for 30 years (to be renewed by mutual agreement with the Granting Authority for an additional period of 30 years). In addition, the licensee obtained the right to use the main assets required for the operation of these rail networks through leases of assets from the lease payments to RFFSA. 
Rail Transportation of Agricultural Cargo
As shown in Figure 1 , obtained through SIFRECA and CEPEA data (2015) , during the year 2014, the commitment of the revenue from sugar producing regions of Pradópolis and Igarapava, located in the state of São Paulo, with the road freight reached the 14% level. In addition, the chart also explains that sugar producers are vulnerable to seasonal price of road freight, which makes the logistics planning of medium and long-term more difficult. For soybeans, the share of transport in producer income and seasonal variations are even greater, as can be seen in Figure 2 . The usage of modal alternatives, such as the railways, has gained importance when it comes to minimizing the agribusiness transportation costs and consequently maximize the competitiveness of the sector front the international markets. According to Venkovisk (2011), the period after 2006 is characterized by the railroad advance driven by the transport of products from the agribusiness. According to Silveira (2012) , the fundamental concern of the government with the implementation of the railway concession model in the 90s was to get rid of the damage left by the national railways to public coffers, however, according to the author, such concessions are characterized as simple and full of flaws. In this way, the results of the concession model were far short of what was expected, after all, the scrapping of the network and railcars remains in evidence, investments are scarce, targeting long-term financial returns and regional development was left behind. The concessionaires that manage most of the Brazilian rail network are shown in Table 1 , especially the America Latina Logistica, which, adding their four networks granted by the state, totaling 12,000 kilometers in length. However, for rail transportation has a effective use, consideration should be given to road and rail logistics solution. According to Nunes (2011) , the logistics solution is the sum of expenses incurred for a multimodal transport operation: road freight, cost of transshipment and rail freight. This concept is used to enable the comparison of the competitiveness of railways against the road competing alternative, as seen in Figure 3 . According to , the first item of the logistics solution is the road freight, which refers to the amount paid by the producers for the carrier to transport sugar from mills to the transshipment point.Transhipment is characterized as the operation performed to remove the sugar from the trucks, store and put it inside the railcar. The agent receiving the payment is the company responsible for the transshipment terminal. Rail freight is the amount paid by the mill to the railway concessionaire, it is characterized as the railway service from the transshipment point to the unloading terminal located at the port.
Results and Discussion

Companies Involved in the Merger
The companies involved in the merger are Latin America Logistics and Rumo Logística (logistical branch of Cosan), the relationship between the two companies began in 2009 when a railway contract was signed. The contract established investments from RUMO in the rail network of ALL of approximately 1.2 billion reais, and in return, ALL should ensure the transportation of sugar originated in RUMO's transhipment terminals in the state of São Paulo, to the Port of Santos.However, Cosan said that the share prescribed on the contract due to ALL was not honored and therefore, negotiations began to take place in dispute as of October 2013 (ÉPOCA NEGÓCIOS, 2014).
In a statement issued on 2015.3.2, the new company formed by RUMO and ALL announced its new executive composition, as the presidency of the new company was taken over by Julio Fontana Neto (formerly managing director of Logistics Cosan). Also according to this statement, the new company will have two operating fronts, one ahead of São Paulo and northern grids, which will be led by Daniel Rockenbach (formerly CEO of Rumo) and regarding the southern and western grids area operations, it will be led by Darlan Fabio De David (formerly director of ALL), both became operational vice presidents (EXAME, 2015).
América Latina Logística (ALL)
ALL Rail Operations consists of four rail concessions in Brazil, totaling 12,900 km of railways, about 1,000 locomotives and 27,000 wagons, through which the company transports agricultural commodities and industrial products (ALL, 2015) . The four concessions are described in the following paragraphs, moreover, they are displayed on the map of 
RUMO
RUMO was created in 2008 by the Cosan Group, it is considered the world's largest player in sugar export logistics. It was stablished with thought and investments aimed at changing the current situation in the logistics of sugar and other bulk cargo for export at the Port of Santos: replace the current road logistics by the railway logistics. In addition to the multimodal transport service and storage products, the company has terminals in the Port of Santos, enabling them to carry the loads from the production centers to their own port terminals (RUMO, 2015) .
With the merger of the port terminals of sugar Cosan Portuária and Teaçu in 2008, the company currently has a loading capacity of 10 million tons of sugar and other dry bulk cargoes, plus a static capacity of 380,000 tons of bulk sugar and 55,000 tons of bagged sugar. These numbers make itthe largest port facility specialized in operating sugar in the world (RUMO, 2015) . Figure 5 shows an aerial image of the site. (2015) RUMO has a strategy of cargo centralization in their intermodal terminals, which are located close to the mills. They carry the product at the mills with trucks and unload in transhipment terminals, to be disposed to Santos via railroad.According to Oliveira and Caixeta-Filho (2007) , there is room for increasing the participation of the railway mode, which is, in practical terms, what is seeking the companies that use this strategy.
Besides the port terminal, RUMO has seven intermodal terminals along the state of São Paulo. Figure 6 shows their arrangement in the state of São Paulo. In addition to the investments already mentioned above, according to Brito (2012), the company is studying an unprecedented coverage project of the their terminal at the Port of Santos, which comes as an important logistics solution for the lack of operation on rainy days. This problem causes the interruption of the operation, on average, approximately 90 days per year.
In Barretos and Votuporanga terminals, RUMO works with third parties and handles, in addition to the load produced by Cosan, sugar originated from third-party.The Itirapina terminal was newly opened and so does not have a good statistical history data movement. 
Merge Impacts in Transportation and Agribusiness Sectors
According to the Concentration Act No. 08700.005719/2014-65, prepared as opinion given by Administrative Council for Economic Defense (CADE), three were the agents who formally expressed against the merger of RUMO and ALL, they are: 1) Brazilian Association the Vegetable Oil Industry (ABIOVE); 2) Agrovia Brazil, operating in the transportation sector and commodities elevation in the south-central and northeastern areas of Brazil; and 3) Federation of the State of Paraná Agriculture (FAEP).
According to the opinion, ABIOVE states that the operation has a potential privilege to sugar transport over the transport of grain. AGROVIA and FAEP point out in their line of argument to the potential discrimination of contracts and prices in the sugar market and the logistics market in general.Given this line of thinking, CADE states that this line of argument is unfounded, noting that such potential strategies has no justification ruled in the economic viability.
CADE points out that discrimination does not occur by a number of factors, the most representative are: 1) 70% of the sugar volume operated in the Port of Santos has been transported by road transportation; 2) Only part of the rail volume of sugar that disembarks in the Port of Santos comes from the rail network of ALL; 3) The competitiveness of railways in relation to the sugar boarding is limited, as there is little difference between the imputed logistics costs in railways and road transportation for sugar; 4) the profits of the new company with the grain transportation is significantly higher when compared to the transport of sugar.
The last point deserves special mention, after all, comes directly from economic viability around the potential performance of the new company from the merger. Therefore, CADE report back the comparative distances practiced in the transport of grains and sugar in 2013 through the ALL São Paulo network. This comparison can be seen in Table 2 . Also in this sense, Silva-Neto (2014) concludes by Figure 7 , that as far as the average distance of the sugar's rail movement, grains, soybeans, corn and soybean meal are more attractive for railway concessionaires. Therefore, in periods of high grain flow levels, sugar tends to suffer from low levels of railcars and trucks available for immediate shipping. Another argument that, according to FAEP (Support Foundation to Research and Education), would bring economic risks to the national logistics scenario is the vertical integration between RUMO and ALL, which would take place because RUMO have a extensive port infrastructure and ALL the railway infrastructure. For this demonstration CADE argues that operations which generate vertical integrations are generally less likely to create anti competitive effects, compared to horizontal mergers, these effects further reduced when dealing with only partial integration.
Even facing the claims presented by the agents mentioned in the previous paragraphs, CADE approved on 02.11.2015 the merger between the companies analyzed here, however, it is worth highlighting some requirements related to company performance, they are: 1) COSAN will have a limited usage of the ALL infrastructure; 2) In the case of idleness of the railway system, competitors will have priority in the use, and only if there is no interest, such idleness will be offered to Cosan; 3) CADE has created a formula for fixing the railway tariffs of the grid, so that competitors can identify if they are paying prices beyond or below the prices paid by Cosan; 4) The company will have to give to competitors 40% of the total use of two of their terminals in Santos; and 5) There is possibility of expanding the fine and to reduce Cosan transport quota if identified the practice of price discrimination (GLOBO, 2015) .
Without any doubt, what draws more attention regarding to the benefits arising from the merger between ROAD and ALL is the obligation of investment of nearly 8 Billions of reais that the new company will have to make by 2020 on improvements and duplication of the railway network in the State São Paulo, specially on parts which prevent the expansion of the railway flow to the Port of Santos (APLA, 2015).
Conclusion
After 19 years, it is already possible to see the important results of the privatization of the Brazilian rail network for freight transportation in the country. The entry of private capital in railroads caused a significant increase in investments. From 1997 until 2013, according to the ANTF (2013), it was invested by the concessionaires over R$ 35 billion in equipments and network improvements. According to SNA (2014) , it also stimulated a 94% increase in cargo handling; 119% growth of rail production; 173% increase in the number of employees and 69% reduction in the number of accidents.
It is undeniable that the operation of the utilities has brought improvements in several areas, such as increased productivity, and, according to the Rumo Logística's President, Julio Fontana, Revista Globo Rural (2012) , it will also reduce the flow of about 30,000 trucks/day on the roads. However, there is much to improve. For the future, the development of the railways depends on a set of various factors such as expansion of the network, www.ccsenet.org/emr Engineering Management Research Vol. 5 No. 1; 2016 regulations, environment, technology, safety, taxation, among others.
In this study it was verified that failure to meet certain commitments set out in the agreement between ALL and RUMO triggered a range of obstacles, many of them legal. In this way, given the need to minimize these transaction costs, the strategy adopted by stakeholders was to vertically merge the companies, as the first one holds the concession of the railway and the second has transshipment infrastructure either within the state of São Paulo, as in the Port of Santos.
Furthermore, it was clear the concern on the part of agents linked to the railway transportation and grain producers associations about the possible effects of the merger.Such concerns, in general, were constituted around the potential discrimination related to transportation tariff prices, since the same company owns the railroad and also has a representative volume of sugar destined for the foreign market. Therefore we can conclude that privileging sugar transportation over the grain transportation would be a reverse economy, as it would be much more worthwhile for the railway concessionarie transporting grain than sugar, after all, both the volume and the distance are greater. Despite this fact, CADE, in their opinion, highlights a number of requirements which guarantees non-discrimination of customers and prices by the new company originated from merger between ALL and RUMO.
